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KEY ECONOMIC INDICATORS: SYRIA 


Area: 185.180 square kilometers (approximately the size of Missouri. 
34 percent cultivable) 

Population: 1982 9.66 million 

Currency: Syrian Pound (LS) U.S.$1=L.S. 3.90 at official rate of 
exchange. 


U.S.$1=L.S. 6.50 at tourist rate 


With the exception of per capita GDP all figures are in millions of U.S. 
Dollars. 


1980 1981 1983 est 
Gross Domestic Product 13,282 14,643 ~ 16.750 
(1980 Prices) 

Per Capita GDP 1,479 1.573 1.700 
(1980 Prices in U.S.Dols ) 


Balance of Payments: 

Imports 4,010 4,843 3,738 3.500 
Exports a.tt 2.220 2.052 2.100 
Balance of Trade Deficit (1.898) (2.613) (1.686) (1,400) 
Private Remittances 774 582 140 150 
Foreign Subventions 1,520 1,819 1,446 1.000 


Trade 1982: 

Exports: Value *Of total 
italy 631 

Romania 428 

USSR 230 

France 198 

USA 13 


imports: 

Iran 793 
Iraq 297 
Saudi Arabia 252 
Italy 245 
France 236 
Federal Republic of Germany 

USA 166 
USSR 81 


NROONNO — 


Exports: Value 
Crude & Refined Petroleum 1.523 
Cotton & Textiles 218 
Agricultural Products 134 
Phosphate 21 
Tobacco & Tobacco Products 18 


Imports: . 
Crude & Refined Petroleum 1,521 
Manufactured Goods 740 
Industrial Machinery and Transport Eqpt. 629 
Food Stuffs 518 
Chemicals 358 


Source: Syrian Central Bank Quarterly Bulletin 1982 
Syrian Central Bureau of Statistics 1983 Statistical Abstract 
IMF International Financial Statistics February 1984 





BACKGROUND 


In the thirteen years following the 1972 Correctionist Movement 
which brought President Assad to power. Syria has experienced 
steady but comparatively modest economic growth. a reflection of 
Syria’s limited petroleum resources and the relatively developed 
state of its economy prior to the oil boom that engulfed many 
other Arab states. Although Syria did not witness the phenomenal 
increase in revenue experienced by Iraq. Kuwait. Saudi Arabia 
and other oil exporting countries. it was able to capitalize on 
increased crude oil prices directly through higher revenues 

from its limited oil exports and indirectly through Arab aid 
flows and remittances of wages and profits of the thousands of 
Syrians who sought fame and fortune abroad. 


In adjusting to the economic realities of the mid-seventies. 
President Assad and the ruling Syrian Baath Socialist Party 
recognized a continuing private sector role in commercial and 
industrial activity, a role that had been in some doubt after 
successive nationalization and land reform initiatives during 
the fifties and sixties. Concurrently. the government pressed 
ahead with rigorous programs to develop Syria’s state owned 
industrial base. While impressive infrastructure development and 
enhancement programs extended paved highways. electricity. 
schools. potable water supplies and health care to all of Syria. 
industrial facilities. many designed to process local 
agricultural products. were built around the country. Although 
the geographic diversification of Syria's industry served wel! 
the Baath Party objective of improving the lot of people living 
in the countryside. and hence stemming migration to Damascus and 
Aleppo. many of the newly established plants proved to be 
ill-conceived. 


Government efforts to improve agricultural productivity have 
also met with mixed results. Land reform. subsidized 
agricultural inputs and government guaranteed prices all but 
assured higher farm incomes. However. the inability of 
government planners to efficiently set prices or respond quickly 
to the vagaries of regional rainfall robbed farmers of their 
traditional versatility and contributed to chronic shortages. 
flourishing black markets and smuggling. 


Defense requirements. in human and financial terms. have 
handicapped Syria’s economy since 1948. Nonetheless the need to 
keep an ever larger number of men under arms (currently 350 
thousand) while funding the purchase of ever more sophisticated 
weapons has proven especially burdensome following the summer 
1982 conflict in Lebanon. Substantial Arab subventions. offered 
to allay the expense of confronting Israel. were insufficient to 
meet the cost of rebuilding Syria militarily after the 1982 
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fighting. At the same time domestic economic and political 
considerations among the aid donors dampened enthusiasm for 
increased or continued payments. Seemingly oblivious to the 
receding economic tide. the Syrian government, through its 
ministries and plethora of state enterprises, and aided and 
abetted by a substantial merchant community. continued to import 
virtually every type of capital and consumer product. 
Concurrently. industrial and mineral exports tended to decline 
both in terms of volume and value due to inefficiencies at home 
and slack international demand. The resulting trade imbalance 
and chronic shortage of foreign exchange have proven sobering. 


Syria now finds itself, like many other developing countries, 
economically becalmed. Without radical readjustments in domestic 
economic. agricultural and industrial policy. without a 
resurgence in world commodity markets and without renewed 
interest in donor aid it is difficult to see how the positive 
economic performance of the past thirteen years can be continued. 


Balance of Trade: Despite efforts to “rationalize” imports. 
Syria continues to face substantial trade deficits. While Syrian 
Central Bank statistics indicate that strict import licensing 
procedures and measures requiring all imports to be financed 
through the Commercial Bank of Syria (CBS) have achieved some 
success in reducing officially sanctioned imports (from $4.8 
billion in 1981 to $3.7 billion in 1982), the growing volume of 
goods smuggled into Syria from Lebanon and Syria’s other 
neighbors suggests little real progress has been made in curbing 
total import demand. At the same time. exports of Syrian 
products. primarily crude and refined petroleum and cotton 
textiles and yarns. have faced slack international demand and 
weak prices. Exports for 1980-82 have stalled at approximately 
$2 billion per year. Optimistic government pronouncements aside. 
1983 statistics are unlikely to prove encouraging. In the 
textile industry, shortages of foreign exchange have held up 
imports of machinery. spare parts and raw materials. while 
phased electricity outages have reduced output. Petroleum and 
phosphate exports have continued to encounter weak demand. 


Foreign Exchange: Syria has been no more successful in finding 
a solution to its vexing shortage of foreign exchange than have 
other developing nations faced with a similar problem. To its 
credit. however. Syria has not allowed itself to become 
encumbered with massive and unmanageable foreign commercial 
debt. As export promotion initiatives have faltered in the face 
of inelastic demand for raw materials and buyer resistance to 
high priced. mediocre quality manufactured goods. economic 
planners and banking officials have relied on belt-tightening. 
aid receipts and private remittances to close the payments gap. 
As reduced demand for crude oil cuts the revenues of Syria‘s 
primary aid donors and the ensuing economic slump cuts economic 
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activity in the Gulf, both aid and remittance receipts have 
contracted. Recent attempts to entice an increased proportion of 
private currency transactions into official banking channels 
through advantageous exchange rates have so far met with only 
limited success. 


Foreign Assistance: Arab and international assistance to Syria 
peaked in 1981. when IMF statistics indicate official unrequited 
transfers totaled $1.8 billion. Unofficial information indicates 
total aid receipts were even higher: the 1981 SARG budget 
projected foreign loans and assistance in excess of $2.6 
billion. Over the past three years regional political and 
economic factors have. however. contributed to a marked decline 
in donor assistance. At the November 1978 summit conference held 
in Baghdad. Saudi Arabia. Iraq. Kuwait. the United Arab 
Emirates. Qatar. Algeria and Libya agreed to provide Syria. 
Jordan and the Palestine Liberation Organization with financial 
assistance in confronting Israel. Syria’s share of this 
assistance was to have totaled $1.8 billion annually. however. 
from the agreement‘’s inception some parties failed to pay. 
Moreover, the deterioration in Syrian—-Iraqi relations following 
the start of the Gulf War in October 1980 and financial 
retrenchment among other Gulf donors have led to further erosion 
in Baghdad subvention payments. Reliable estimates place total 
1983 Arab assistance to Syria at less than $1 billion. 


Several project assistance agreements and international 
development organization loans to Syria have been announced in 
the past year. Most notable have been a series of agreements 
with the Soviet Union which cover various aspects of water 
resource, electric power generation and rail transportation 
projects. In a negative vein, on November 14, 1983 the U.S. 
Congress voted to terminate all Agency for International 
Development (AID) disbursements for Syria. Among the most 
significant AID activities affected by the decision were two 
joint AlD-World Bank projects to upgrade the Damascus water 
distribution system and to extend electric power to rural areas. 


Petroleum: For the past three years Syria has been able to 
produce slightly over 8 million tons of relatively heavy (API 
24) high sulfur (3-5 percent) crude oi! annually (approximately 
160.000 barrels per day). While this level of production is 
unremarkable when compared with that of other regional 
producers. it has enabled Syria to preserve a tenuous balance 
between crude oi! imports and foreign exchange generating 
exports of crude oil and refined products. Although the Syrian 
Petroleum Company expects to maintain production at current 
levels into the foreseeable future. it will be able to do so 
only with additional equipment and through the use of secondary 


and tertiary recovery techniques. expensive alternatives Syria 
can ill-afford. 
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To maximize utilization of the Homs (1957 - 100,000 bblI/day) and 
Banias (1980 -130.000 bb!I/day) refineries. Syria has 
traditionally imported substantial quantities of lighter crude 
oil to blend with heavier domestic oil. When relations with Iraq 
were cordial Syria's crude imports moved overland via the 1.2 
million bb!I/day Iraq Petroleum Company (IPC) pipeline. When 
Syria and Iraq were at odds over IPC transit fees or Baath Party 
dogma. Saudi Arabia and Libya provided the required light crude. 
In March 1982, Syria and Iran signed a “trade agreement” in 
which Iran agreed to supply Syria with crude oil at concessional 
prices and in exchange for Syrian products. One month later 
Syria stopped the flow of Iraqi crude through the IPC pipeline 
and blocked overland truck and rail traffic to and from Iraq. 

In subsequent years the Syria-lIran entente has expanded to 
include touristic, political and military dimensions. As the 
relationship developed. Syria rejected repeated appeals from 
Gulf states that it reopen the IPC pipeline. confident that Iran 
will, through guaranteed oi! supplies. concessional prices and 
easy terms. compensate for lost transit fees and forgone 

largess. In 1983 Iran reportedly supplied Syria with 6 million 
tons of oil. a figure Syria will undoubtedly seek to increase in 
1984. By carefully blending. refining and reexporting domestic 
and imported crude, Syria was barely able to remain a net 
exporter (in cash terms) of petroleum products. Without new 
production to compensate for increased domestic consumption and 
rising imports. Syria’s days as a net oil exporter are numbered. 


To forestall the day when imports outweigh exports. the Syrian 


Petroleum Company has commissioned several studies to maximize 
drilling performance and implement enhanced recovery techniques. 
Several new drilling rigs. including one capable of drilling to 
five thousand meters. are on order. A Bulgarian firm, 
Bulgargeomin. is engaged in a major project to tap natural gas 
reserves in the Jebeisseh field. A Czech company. Technoexport. 
is constructing a plant to sweeten the gas and a pipeline to 
transport it to Homs. Simultaneously. a French company, 
Entrepose. is completing a project to gather and sweeten 
associated gas from the oilfields of the northeast. The gas wil! 
be used in power generation, cooking gas bottling and chemical 
processing plants. Two American oil exploration companies, 
Marathon and Pecten (Shel! USA) are continuing their efforts in 
central Syria. Despite early setbacks. both firms are cautiously 
optimistic that recent discoveries of unassociated gas and 
better than average quality crude oil might warrant commercial 
development. 


Agriculture: Today the ruins of Roman and Byzantine cities and 
highways bear witness to the historical importance of Syrian 
agriculture while marking the grain producing areas of the 
north, northeast and south that earned the region the sobriquet 
“Fertile Cresent.” In 1982 agriculture accounted for seventeen 
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percent of gross domestic product and employed approximately 
thirty percent of the labor force. Processing of agricultural 
products. including cotton, tobacco. grain and sugar beets. also 
contributes significantly to Syria’s economy. Despite the 
historic importance of agriculture. over the past two decades 
Syria’s economic planners have tended to place greater emphasis 
on industrial and infrastructure development. This appears to be 
changing. Several innovative schemes are being evaluated which 
combine private sector or Arab joint venture financing with 
offers to pay equipment suppliers incentive bonuses based upon 
crop yields. Although the Euphrates basin area between Raqqa and 
Meskaneh remains the focal point for large scale irrigation 
projects. the Khabour River basin north of Hasaskeh. the Ghrab 
valley west of Hama and the Hauran basin south of Damascus are 
all targeted for additional irrigated agriculture projects. 


One cloud hanging over all agricultural development in Syria is 
the question of adequate water. Areas which rely heavily on 
rainfall, the south and northeast. have experienced several 
years of abnormally low or high precipitation. The Euphrates 
basin has only this year come face to face with competing 
demands for potable water. hydroelectric power generation and 
agriculture. both at home and in Turkey. Unless the region is 
blessed with regular and above average rainfall. Syria’s renewed 
attention to agriculture could prove shortlived. 


Industry: Syria‘’s industrial base is quite impressive. Building 


upon a foundation of companies nationalized in the fifties and 
sixties. primarily cotton yarn and textile mills. the Syrian 
government has financed from domestic resources a lengthy list 
of factories including several cement plants. the Banias oil 
refinery. an ammonia-urea factory and a super triple phosphate 
plant. Smaller facilities processing local agricultural 
products. assembling light manufactured goods or fabricating 
construction materials and consumer products have also been 
established. many in or near provincial centers. Since virtually 
all (eighty-five percent is the accepted figure) manufacturing 
is performed by state organizations. the role of private 
industrial investment. domestic and foreign. is limited. 
Unfortunately. Syria’s state firms have been insulated from the 
sometimes brutal realities of the market place. a fact reflected 
in bloated staffs. low productivity. and low product quality. In 
addition. several of the more sophisticated plants. many 
purchased on a turnkey basis from Eastern bloc suppliers. have 
experienced long construction delays or inordinately long 
start-up periods. 


Syria’s industrial sector has over the past year had to cope 
with regular power outages and an inability to acquire 
sufficient imported raw materials and spare parts. the first 
problem due to the low water level in the Euphrates Dam 
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reservoir and the second to Syria’s persistent shortage of 
foreign exchange. Efforts are being made to overcome both 
problems but progress is likely to be slow. Reduced industrial 
output and efficiency over the short run can be expected. 


IMPLICATIONS FOR THE UNITED STATES 


Over the past year U.S.-Syrian relations have been dominated by 
events in Lebanon. First the aftermath of the summer 1982 
Israeli invasion, then diplomatic efforts to secure the 
withdrawal of foreign forces from Lebanon. Although Secretary of 
State Shultz and a series of presidential envoys visited 
Damascus in an effort to defuse the tense situation, allegations 
regarding Syrian involvement in terrorist activities and the 
U.S.-Syrian military confrontation in Lebanon led to a 
noticeable cooling of relations. One direct economic result was 
the congressional decision in November 1983 to terminate further 
AID disbursements for programs in Syria. As one might expect. 
commercial interest in Syria fell off as the political and 
economic implications of the conflict in Lebanon became obvious. 
Syrian austerity measures brought about import licensing 
requirements and resulted in ever longer delays in opening 
letters of credit (15 months for private sector imports). This 
kept away all but the most aggressive businssmen, and growing 
concern over the security situation in Damascus began to affect 
even those. 


United States Department of Commerce statistics released in 
February 1984 reaffirmed a trend which started in 1981: U.S. 
trade with Syria is declining. Total U.S. exports to Syria 
amounted to $112 million in 1983 down from $138 million in 1982 
and $143 million in 1981. U.S. imports from Syria over the same 
period withered from the miniscule. $83 million in 1981. to the 
insignificant. $11 million in 1982. and $9 million in 1983. 
While it is impossible to dismiss the impact of cool political 
relations on trade. a more plausible explanation can be found in 
the curtailment of AID activities in Syria following a 1979 
Congressional decision to “freeze” new appropriations. in the 
Syrian government's efforts to reduce imports and the 
uncompetitive position of U.S. suppliers vis-a-vis European and 
Japanese competitors due to the strong dollar and higher freight 
costs. 


Putting political differences and the depressed state of the 
Syrian economy in perspective. it is worth pointing out that 
both the politics and economics of the region can change 
suddenly and quite dramatically. Exporters who overlook the 
Syrian market. with approximately 10 million consumers and 
demand for capital goods suppressed by the hefty defense burden, 
do so at their peril. Three areas that hold particular appeal 
for U.S. suppliers are oil field expertise and equipment. 
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electronic data processing material and agricultural systems and 
machinery. In each field the superiority of U.S. technology is 
recognized and domestic applications have been identified. the 
problem is negotiating a contract and finding the money to pay 
for it. In the past. problems of finance. not politics. have 
resulted in several turnkey projects being awarded to East 
European suppliers. Unless U.S. and other western firms are able 
to offer a competitive price and financing package this trend is 
likely to continue. 


American firms attempting to do business in Syria face a number 
of problems not related to price. Syrian business practice is in 
many ways incompatible with the provisions of the Foreign 
Corrupt Practices Act. U.S. antiboycott legislation and the 
precepts of the Arab League Boycott often allow little room for 
negotiation. Banking procedures. specifically with respect to 
bid and performance bond requirements. also pose difficulties. 
Syria has been identified as a country that repeatedly provided 
support for acts of international terrorism, and American 
exporters must obtain a validated export license prior to 
selling a number of products to Syria. This regulation 
principally affects goods and technology imported by or for 
military and public security uses. For additional information. 
contact the U.S. Department of Commerce. Office of Export 
Administration, Washington, D.C. 20230. telephone: (202) 
377-4811. 


The firms that have done business successfully in Syria have 


done so by working patiently with their clients. the Commercial 
Bank of Syria and. in virtually all cases. with their duly 
registered Syrian representative. 


It is worth pointing out as well that a considerable number of 
Syrian private sector trading establishments have branches in. 
or are in partnership with individuals in Lebanon, Jordan. Saudi 
Arabia and other Gulf countries. Contacts developed in Syria 
frequently result in sales in neighboring markets. 


In sum, political tension in the region. and a troublesome 
shortage of foreign exchange have cast a pall over commercial 
activity in Syria. At the same time. the unique linkage between 
political events and the economic stimulus that could accrue out 
of reduced defense expenditures and greater Arab aid suggests 
that the existing situation could change quite swiftly. American 
companies interested in establishing contacts in Syria should by 
all means begin their efforts now. By meeting with potential 
government clients and discussing the market situation with 
prospective representatives. all parties will be better prepared 
to take advantage of the hoped for upturn when it occurs. 
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Looking for 
an overseas 
BUYER? AGENT? 
DISTRIBUTOR? 


To receive a free 
Trade Lists index 


Find one or find out about 


the full range of Com- 


in the merce export aid 


products, write 


Commerce | to Commerce in 
Depar tment te VW Washington, D.C. or 


contact your nearest 


Tr ade Lis ts Commerce district office. 


The Washington address is: 


U.S. Department of Commerce, 
International Trade Administration, 
Trade Lists, Room 1324, 
Washington, D.C..20230. 


Trade Lists: The indispensible overseas marketing tool 
Trade Lists: Names and addresses of overseas buyers, agents, distributors 
Trade Lists: Names provided by U.S. Government foreign commercial officers 


Ask about some of the other Commerce export aid products such as credit reports on 
overseas companies, foreign market research surveys, agent searches and computer database 
retrievals. 





Confused about Export The Export Admnistaion Regulations 


Li . R ie 5 comprehensive guide to the rules control- 
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e When is an export license necessary? 
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e How do | know when the policies 
SEB8 s8 change? 
sennneun e Are there restrictions on exports to cer- 
tain countries? 
e Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your sub- 
scription to the Export Administration Reg- 
ulations. 


SUBSCRIPTION RATES 


In the United States $ 95.00 
To foreign countries $118.75 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 
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